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A PROPBSSIONAL CORPORATION 

PHOENIX 

Chairman 

Commissioner 

Commissioner 

JAMES M. IRVIN 

WILLIAM MUNDELL 

IN THE MATTER OF THE APPLICATION 
OF U S WEST COMMUNICATIONS, INC., 
A COLORADO CORPORATION, FOR A 
HEARING TO DETERMINE THE EARNINGS 
OF THE COMPANY, THE FAIR VALUE OF 
THE COMPANY FOR RATEMAKING 
PURPOSES, TO FIX A JUST AND 
REASONABLE RATE OF RETURN THEREON 
AND TO APPROVE RATE SCHEDULES 
DESIGNED TO DEVELOP SUCH RETURN. 

--- 
DOCKET NO. T-0105YB-99-0105 

U S WEST COMMUNICATIONS 
INC.'S SURREPLY TO MOTION TO 
SEVER, OR IN THE 
ALTERNATIVE, TO BIFURCATE 
HEARINGS 

U S WEST Communications, Inc. ("U S WEST") files this 

surreply in opposition to the motion of MCIWorldcom, Inc., AT&T 

Communications of the Mountain States, Inc., and Sprint 

Communications Company L.P. (collectively "CLECs") to sever from 

this proceeding U S WEST'S request for deregulation of data 

services and the creation of competitive zones. The Arizona 

Corporation Commission ("Commission") should deny the CLECs' 

motion for these additional reasons. 

Pursuant to Article XV, Sections 3 and 14 of the Arizona 

Constitution, the Commission has broad authority to set j u s t  and 

reasonable rates for the provision of telecommunications 

services. - See Scates v. Arizona Corgoration Commission, 118 

Ariz. 531, 578 P.2d 612 (App. 1978). Thus, within the context of 
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a rate case, the Commission can and has, in fact, set rates that 

are competitive and that include a range of pricing flexibility. 

The competition rules rather simply do not diminish the 

authority of the Commission to exercise its rate-making powers in 

a rate case. The competition rules simply provide an alternative 

means through which a telecommunications carrier may obtain 

pricing flexibility outside of a rate case. They do not preclude 

the Commission from determining appropriate and competitive rates 

in a rate case. 

Moreoverl as argued by RUCO, issues relating to U S WEST'S 

rate base and the setting of competitive rates for U S WEST are 

inextricably linked. In this case, U S WEST seeks a 

determination of its revenue requirement and rate design based on 

fair value rate base. Any deregulation of services and the 

creation of competitive zones will necessarily impact this 

revenue requirement. Therefore, severing the Competitive 

pricing issues raised by U S WEST from the rate case would be 

illogical, inappropriate and would not serve the public interest. 

The interpretation suggested by the CLECs would effectively 

limit the Commission's broad authority under A.R.S. § 40-202 

authority \\to encourage competition and growth in the 

telecommunications industry and promote economic development and 

investment in new telecommunications technologies, infrastructure 

and services." The Commission has never applied its competitive 

rules in this restrictive manner. In fact, under the competition 
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rules, the Commission itself may initiate competitive proceedings 

where it sees fit. A.A.C. R14-2-1108(E). On their face, the 

rules provide many procedures that, in effect, do not apply to U 

S WEST or other incumbent local exchange carriers. A.A.C. R14-2- 

1103 through R14-2-1107. 

Finally, the CLECs' motion elevates form over substance. 

U S WEST'S rate application and the accompanying testimony and 

exhibits provide substantially the same information required by 

the Commission's rules. The testimony of Karen A. Stewart, David 

L. Teitzel, and Wayne G. Allcott (all dated January 8, 

1999)describe the types of services at issue, the general 

xonomic conditions that exist which make the market competitive, 

the availability of alternative services through other providers, 

snd other indicators relevant to market power. 

The CLECs waited approximately one year before challenging 

the sufficiency of U S WEST'S application under A.A.C. R14-2- 

1108. In effect, the CLECs seek to preclude U S WEST and other 

incumbent local exchange carriers from competing. Based on the 

foregoing, the Commission should deny the CLECs' motion to sever 

or bifurcate this docket. 

DATED this2E'day of March, 2000. 

U S WEST COMMUNICATIONS, INC. 
Law Department 
Thomas Dethlefs 

and 
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BY 
Timothy Be%g c 

Theresa Dwyer 
3003 N. Central Avenue, Suite 2600 
Phoenix, Arizona 8 5 0 1 2  - 2 91 3 
Attorneys for U S WEST 

Communications, Inc. 

ORIGINAL of the foregoing hand-delivered 
for filing this2l&ay - of 
March, 2000, to: 

Docket Control 
ARIZONA CORPORATION COMMISSION 
1200 West Washington 
Phoenix, Arizona 8 5 0 0 7  

COPY of the foregoing hand-delivered 
thisukday of March, 2000, to: 

Yaureen Scott 
?ARIZONA CORPORATION COMMISSION 
Legal Division 
1200 West Washington 
Phoenix, Arizona 8 5 0 0 7  

Deborah Scott 
Director, Utilities Division 
ARIZONA CORPORATION COMMISSION 
1200 West Washington 
Phoenix, Arizona 8 5 0 0 7  

Jerry L. Rudibaugh, 
Hearing Division 
Arizona Corporation 
1200 W. Washington 
Phoenix, AZ 8 5 0 0 7  

Chief Hearing Officer 

Commission 
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COPY of the foregoing faxed and mailed 
this zlvCday of March, 2000,  to: 

Scott S. Wakefield, Chief Counsel 
Residential Utility Consumer Office 
2 8 2 8  N. Central Ave., Suite 1 2 0 0  
Phoenix, AZ 85004-1022  

Darren S. Weingard 
Natalie D. Wales 
Sprint Communications Company, L.P. 
1 8 5 0  Gateway Drive, 7th floor 
San Mateo, CA 94404-2467  

Raymond S. Heyman 
Randall H. Warner 
Roshka Heyman & DeWulf 
Two Arizona Center 
400 N. Fifth St., Suite 1000 
Phoenix, AZ 85004  

Thomas F. Dixon 
MCI WorldCom 
707 17th St. , Suite 3900  
Denver, CO 80202  

Thomas H. Campbell 
Lewis & Roca 
40 N. Central Ave. 
Phoenix, AZ 85004  

Richard S. Wolters 
AT&T 
1 8 7 5  Lawrence St., Suite 1 5 7 5  
Denver, CO 80202  

COPY of the foregoing faxed and mailed 
thislxLday of March, 2000 ,  to: 

Peter Q. Nyce, Jr. 
General Attorney, Regulatory Law Office 
U . S .  Army Legal Services Agency 
Department of the Army 
901 N. Stuart St., Suite 700 
Arlington, VA 22203-1837  
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Richard Lee 
Snavely, King, Majoros, O'Connor & Lee, Inc. 
1 2 2 0  L St., N.W., Suite 410 
Washington, D.C. 20005 

Mary B. Tribby 
AT&T 
1 8 5 7  Lawrence St., Ste. 1575  
Denver, CO 80202 

Patricia VanMidde 
AT&T 
2800 N. Central, Room 828 
Phoenix, AZ 85004 

Diane Bacon, Legislative Director 
Communications Workers of America 
Arizona State Council 
5818 N. 7th St. , Suite 206  
Phoenix, AZ 8 5 0 1 4 - 5 8 1 1  

Thomas H. Campbell 
LEWIS AND ROCA 
40 N. Central Avenue 
Phoenix, Arizona 85004 

Michael W. Patten 
BROWN & BAIN, P.A. 
2 9 0 1  North Central Avenue, Suite 2000  
Phoenix, Arizona 85001-0400  

Craig Marks 
Citizens Utilities Company 
2 9 0 1  N. Central Ave., Suite 1660  
Phoenix, AZ 85012 

Jeffrey Crockett 
Snell & Wilmer 
One Arizona Center 
Phoenix, AZ 8 5 0 0 4 - 0 0 0 1  

J.E. McGillivray 
3 0 0  S. McCormick 
Prescott, AZ 86303 
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Jon Poston 
Arizonians for Competition in Telephone Service 
6 7 3 3  East Dale Lane 
Cave Creek, AZ 85331 

Albert S t erman 
Vice President 
Arizona Consumers Council 
2849  E. 8th Street 
Tucson, AZ 85716  

Douglas Hsiao 
Frank Paganelli 
Rhythms Links, Inc. 
6933  Revere Parkway 
Englewood, CO 80112  

Jim Scheltema 
Blumenfeld & Cohen 
1 6 2 5  Massachusetts Ave., NW, Suite 300 
dashington, SC 20036  

Martin A. Aronson 
William D. Cleaveland 
Yorrill $ Aronson, PLC 
h e  East Camelback, Suite 340 
Phoenix, AZ 85012-1658  

Joan S. Burke 
3sborn Maledon, P.A. 
2929 N. Central Ave., Suite 2100 
Phoenix, AZ 85012  

Steven J. Duffy 
Ridge & Isaacson, P.C. 
3 1 0 1  N. Central Ave., Suite 432 
Phoenix, AZ 85012 
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